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The Fund has been in touch with South Africa in con- 
nection with its recently announced proposal to sell at 
premium prices abroad, as an experiment, 100,000 ounces 
of semi-processed gold for industrial and similar purposes, 
and has noted the statement made yesterday by Mr. 
Havenga, Minister of Finance of South Africa. This 
statement involved two main points: first, an explanation 
of the South African position on sales of semi-processed 
gold, and second, comments on the $35 an ounce price 
for gold. The Fund wishes to make its position clear on 
both these points. 

The Fund’s policy on such external sales has been that 
they are allowable only if adequate safeguards exist to 
ensure that the gold is, in fact, used for bona fide and 
customary artistic, industrial, or professional purposes 
and not for speculation and hoarding, and that it is im- 
ported in accordance with the gold or exchange laws of 
the countries concerned. 

From the communications received from South Africa 
and the statement made yesterday by Mr. Havenga, the 
Fund is not satisfied that adequate safeguards would 
exist in the recently-initiated transactions. Accordingly, 
the Fund is continuing its conversations with South Africa 
regarding the establishment of adequate safeguards. 
South Africa has also been advised that it will be ex- 
pected to consult the Fund prior to entering into any 
negotiations for similar transactions in the future, and 
the Fund notes in this connection Mr. Havenga’s state- 
ment that South Africa will continue to honor its obliga- 
tions to the Fund in full. 

The Fund re-emphasizes that there has been no ap- 
proval of this specific transaction nor has there been any 
change in its policy with regard to external sales of gold 
at premium prices as announced in June 1947. It will 
be recalled that in its Statement of June 1947, the Fund 
called attention to the fact that external sales at premium 
prices “involve a loss to monetary reserves, since much 
of the gold goes into private hoards rather than into cen- 
tral holdings.” The Fund’s main concern in this matter 
has been to see that its point of view is observed in any 
external transactions in gold. 

In this connection the Fund would again point out the 
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distinction to be drawn between the gold sales at premium 
prices taking place within a member country, on the one 
hand, and, on the other, the type of sale represented by 
the current South African transaction which involves gold 
movements across national boundaries. Internal sales 
of gold have not been objected to by the Fund. 

The Fund advised South Africa in October.1948 of 
the desirability of adopting safeguards on external sales 
of gold along the lines of those in effect in the United 
States and the United Kingdom. In order to minimize 
the likelihood of exports of semi-processed gold finding 
their way into undesirable channels, the U.S. regulations 
require that the exporter furnish various categories of 
information concerning the bona fide character of the 
use and disposition of the gold, and that the proposed 
importation and payment therefor is authorized or 
licensed under the laws of the country or countries of 
import. 

Mr. Havenga has stressed that dealings in semi-proc- 
essed or fully fabricated gold are replacing dealings in 
the form of coin or bar gold intended to constitute gold 
hoards. It is precisely such exports for hoarding of gold 
that the Fund wanted to prevent when it asked South 
Africa to ensure that such gold was in fact used for 
bona fide and customary artistic, industrial, or profes- 
sional purposes. 

As stated previously, it is the opinion of the Fund 
that the existence of markets which are prepared to 
satisfy all verifiably genuine international demands for 
nonmonetary gold at approximately $35 per fine ounce 
is strong evidence that the ultimate disposition of gold 
purchased at a substantial premium would not be for 
bona fide and customary industrial, professional, or ar- 
tistic uses. 

The Fund strongly objects to the statements of Mr. 
Havenga with reference to the present price of gold. 

The Fund regrets that the Minister of Finance of South 
Africa has chosen to make public declarations which can 
only tend to undermine the exchange policies which all 
members of the Fund have undertaken to support. 
Source: International Monetary Fund, Press Release, 
Washington, D. C., February 24, 1949. 
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Cocoa Exports 


For the crop year ending September 30, 1949 the In- 
ternational Emergency Food Council has recommended 
a cocoa allocation of 704,000 long tons to consuming 
countries; this includes 288,000 tons to the United States. 
The original estimate of available supplies was 100,000 
tons lower, but production, especially in the Gold Coast, 
has been much higher than anticipated. The exception- 
ally favorable factors, which have produced this result, 
cannot be expected to recur. Cocoa prices have fallen 
sharply from 40 U.S. cents a pound in November to 19 
cents on February 28. 

Source: The Wall Street Journal, New York, N. Y., 
March 1, 1949. 


EUROPE 


British Budget Estimates 


Britain’s Civil Estimates for the fiscal year 1949-50 
are £2,041 million. Large increases over the current 
year are expected in the social service costs: for the 
Health Service they will be £260 million, against £208 
million for 9 months in 1948-49; national insurance costs 
will increase by £35 million, national assistance by £18 
million, and education by £27 million. Food subsidies 
will rise by £37 million. The estimates for the Ministries 
of Health, Supply, Civil Aviation, Transport, and Agri- 
culture, the Board of Trade, the Colonial Office, and the 
Foreign Office (German Section), all show reductions. 
Published estimates for 1949-50, including £702 million 
for defense, now amount to £2,774 million; the Post 
Office and Consolidated Fund Services are expected to 
bring expenditures in the coming year to £3,330 million, 
an increase of £45 million over the total estimates for 
the current year. In addition to civil supplementary 
estimates of £221.5 million (see this News Survey, Vol. 
I, p. 253) for 1948-49, net supplementary defense esti- 
mates of £87 million for the current year have been an- 
nounced. 


Sources: The Times, London, England, February 25, 
1949; The Financial Times, London, England, 
February 25, 1949; The Economist, London, 
England, February 26, 1949. 


Distribution of U.K. Trade 


The proportion of U.K. imports from the Western 
Hemisphere was reduced from more than 45 per cent of 
total imports in 1947 to 33.5 per cent in 1948. This com- 
pares with a prewar figure of 32.7 per cent. Europe, 
with 23.7 per cent, provided a greater share than in 1947 
but a much smaller share than in 1938. Nearly 36 per 
cent of the total in 1948 came from the sterling area. 

The distribution of U.K. exports was not fundamentally 
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changed in 1948. Exports to the United States did not 
expand equally with total exports, but the proportion go- 
ing to the Western Hemisphere as a whole (16.5 per cent) 
was slightly above 1947. Europe took 29 per cent, and 
the sterling area more than 47 per cent, of the total. 

The trade position with various areas (imports c.i.f. 
and exports f.o.b.) was as follows: 


1938 1947 1948 
(£ million) 
—625.5 

+4.5 
+11.7 
—142 +128 —29,8 


—387.2 —596.5 —431.7 


Source: The Economist, London, England, February 26, 
1949, 


Western Hemisphere 
Sterling area 
Europe 

Other 


— 206.7 
—65.1 
—101.2 


— 425.9 
+37.6 
—13.6 


New Directors of Bank of England 


Sir Kenneth Oswald Peppiatt, Sir George Chester, Mr. 
M. J. Babington-Smith, and Mr. H. C. B. Mynors have 
been appointed to the Court of the Bank of England as 
of March 1, 1949. Sir Kenneth Peppiatt and Mr. Mynors, 
who have been members of the permanent staff of the 
Bank, have been appointed Executive Directors. 


Source: The Times, London, England, February 25, 1949. 


Food Prices Drop In France 


The downward movement of food prices in France has 
been continuous for several weeks. The decline in farm 
products began in December but was not then felt at 
the retail level. Its continuation in January and Feb- 
ruary, however, affected the cost of living index in the 
large cities. The cost of living index for Paris, which 
averaged 1,935 in January (1938 = 100), was 1,883 on 
February 10 and 1,836 on February 17. This decline of 
5 per cent in one month and 2.5 per cent in one week 
was far less than that in rural markets. During recent 
weeks, the price of potatoes in the Limoges region was 
50 per cent lower than a month earlier; in Brittany, the 
price of meat dropped in one week from 370 to 320 
francs per kilo. In some places, eggs which had been 
selling at 100 francs per dozen were sold at 50 francs. 

These developments show not only the great disorgan- 
ization in food markets, but also the burden that poor 
distribution places on the French economy. High trans- 
portation costs, local taxes, and high profit margins pre- 
vent the decrease in prices from being felt in the large 
cities. Eggs are three times higher in Paris than in the 
small cities, potatoes three times, ham four times. The 
fact that food prices have not fallen so much in the cities 
raises several problems. Farm producers may become 
unable to buy industrial goods, notably tractors and other 
equipment, on which modernization of agriculture de- 
pends. 
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Sources: Agence Economique et Financiére, 


Paris, 
France, February 21, 1949; La Libre Belgique, 
Brussels, Belgium, February 21, 1949. 


IBRD Loan to Belgium 


The International Bank for Reconstruction and Devel- 
opment has granted a $16 million loan to Belgium. It 
will be used to finance imports of equipment for con- 
structing two steel mills and a power plant. The loan 
runs for 20 years and bears interest of 414 per cent. 
Amortization payments calculated to retire the loan by 
maturity will start in the fifth year. 

Of the total loan, $4.5 million has been allocated to 
purchase equipment for a cold rolling mill with tin-plat- 
ing facilities and $5.8 million to purchase equipment for 
a blooming mill. The portion of the loan to be spent on 
equipment for a central power station is $5.7 million. 
The steel projects planned will provide Belgium with 
facilities that she does not have now. The primary pur- 
pose is not to expand the country’s capacity to produce 
steel but to lower the production cost. 

While Belgium’s total balance of payments is approach- 
ing equilibrium, there is still a considerable deficit with 
the Western Hemisphere. Belgium’s capacity to meet 
dollar payments in the future will depend upon her abil- 
ity to earn convertible currencies. 

This is the first loan granted by the IBRD to Belgium. 
Belgium has, however, received three dollar loans from 
the Export-Import Bank in the postwar period, aggregat- 
ing $150 million. 

Source: International Bank for Reconstruction and De- 


velopment, Press Release, Washington, D. C., 
February 28, 1949. 


Norway’s Balance of Payments 


Norway’s total payments deficit for 1948 amounted to 
NKr 760 million ($152 million) compared with NKr 994 
million ($199 million) in 1947, according to the Bank 
of Norway’s exchange control statistics. The lower figure 
was due mainly to an increase of about NKr 180 million 
($36 million) in receipts from exports and shipping. A 
decrease of about NKr 200 million in payments for im- 
ports was equal to increased payments on shipbuilding 
contracts. In recent years, more and more of the deficit 
has been covered by grants and credits. Through 1946, 
the entire deficit was covered by drawings on foreign ex- 
change holdings, and in 1947 the largest part; in 1948, 
however, the major part was covered by loans, credits, 
and grants. 

Norway had a payments deficit in sterling of NKr 76 
million in 1948, compared with NKr 346 million in 1947. 
The smaller deficit in 1948 was due to the fact that both 
exports and shipping earned more sterling than in 1947. 
The figures given are based on current items only. De- 
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velopments were less favorable late in 1948 than at the 
beginning of the year. 

The dollar deficit also was smaller in 1948 (NKr 261 
million) than in 1947 (NKr 510 million), primarily be- 
cause dollar imports were only 63 per cent of those in 
1947. This resulted from the policy of stricter controls, 
initiated in the fall of 1947. The main weakness was that 
dollar receipts for both exports and shipping were much 
smaller in 1948 than in 1947. 

The balance of payments with the rest of the world 
showed a deficit on current account of NKr 423 million, 
compared with NKr 138 million in 1947. Receipts were 
about the same in the two years; the increased deficit 
resulted from greater expenditures, partly due to the 
intra-European payments scheme. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, February 15, 1949. 


Foreign Trade of Iceland 


Preliminary figures on Iceland’s foreign trade in 1948 
show that exports increased greatly while imports were 
cut. Exports expanded from [Kr 290 million ($45 mil- 
lion) in 1947 to IKr 396 million ($61 million), while 
imports dropped from IKr 519 million ($80 million) to 
IKr 457 million ($70 million). The trade deficit has 
thus fallen from IKr 229 million ($35 million) to IKr 61 
million ($9 million). Imports from the Western Hemis- 
phere dropped from $24 million to $20 million (c.i.f.) 
while exports rose from $2.3 million to $4.2 million. 
It is estimated that in 1948 the volume of exports was 
77 per cent, and the volume of imports 157 per cent, 
above prewar. 

Source: Morgunbladid, Reykjavik, Iceland, January 27, 
1949, 


Recovery of German Production 


The 1948 annual report of the American Military Gov- 
ernor of the German Bizone states that by December 1948 
industrial production had reached 78 per cent of that in 
1946. At the beginning of 1948, the percentage was 47 
per cent, and at the time of the currency reform, 51. 

Progress has not been distributed evenly throughout 
industry. In some sectors the 1936 level has been sur- 
passed considerably. The recovery has been most 
marked in the following five branches: electrotechnical 
goods have reached 163 per cent of the 1936 level; min- 
ing (with the exception of coal) 118 per cent; glass and 
ceramics 112 per cent; gas and electric power 141 per 
cent; rubber and rubber goods 102 per cent. Steel pro- 
duction in December reached an annual rate of 7.5 mil- 
lion tons. 


Source: Neue Ziircher Zeitung, Zurich, Switzerland, Feb- 
ruary 13, 1949. 
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Greek National Income 


A committee of specialists, set up by the Minister of 
Economic Coordination, is reported to have estimated 
Greece’s national income for 1947 at 9,111 billion 
drachmas; this is equivalent to 45,262 million drachmas 
of 1938 purchasing power. If comparison is made with 
a national income of 72,342 million drachmas in 1938 
(estimates of the UNRRA Committee), Greek national 
income in 1947 amounted to 62.6 per cent of that in 1938. 
Per capita income fell still more sharply, to 59.6 per cent 
of 1938. Expressed in U.S. dollars of 1938 purchasing 
power, the national income fell from $642.4 million in 
1938 to $401.9 million in 1947 while the per capita in- 
come dropped from $90.4 to $52.8. 


Source: To Vima, Athens, Greece, February 22, 1949. 


Greek Merchant Fleet 


The total tonnage of the Greek Merchant Fleet, under 
the Greek flag, is officially reported at 1,394,000 tons on 
January 1, 1949, compared with 1,204,000 on January 1, 
1948, 502,000 on January 1, 1947, and 1,837,000 on Sep- 
tember 1, 1939. Increases during 1947 and 1948 were 
due chiefly to the acquisition of 100 cargo ships of the 
Liberty type and 16 repair ships from the U.S. These 
acquisitions resulted in an improvement in the average 
age of the cargo steamships, which decreased from 27.8 
years in 1939 to 12.9 years in 1949. They also increased 
the number of cargo steamships of high tonnage; such 
steamships, with a tonnage of between 7,000 and 8,000 
tons each, are reported to represent 59 per cent of the 
present total compared with less than 2 per cent in 1939. 


Source: To Vima, Athens, Greece, February 20, 1949. 


Polish-Netherlands Trade Agreement 


A trade agreement between Poland and the Nether- 
lands, signed on February 15, 1949, provides for an ex- 
change of goods valued at $22 million in each direction, 
which means a doubling of the turnover of 1948. Poland 
will export coal, rolled steel, machines, some articles made 
of zinc and other metals, chemicals, textiles, lumber and 
lumber products, ceramics, glass, cement, paper, etc., 
and will receive from the Netherlands, rubber, copper, 
tin, cattle, oil, electrotechnical and radio implements, 
linen, dyes, chemicals, etc. 

An agreement was also signed covering deliveries of 
harbor equipment, valued at $20 million, to be paid for 
by additional shipments of Polish coal. 


Source: Polish Research and Information Service, 


Biuletyn, New York, N. Y., February 23, 1949. 
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MIDDLE EAST 


Middle East Oil 


Middle East oil production, currently hampered by 
inadequate transportation and refining facilities, is ex- 
pected to rise rapidly after the completion of several trunk 
lines which are projected or actually under construction 
from the oil fields to the Mediterranean. One 30-31 inch 
pipe is to run from Saudi Arabia; another of larger size 
from Iran, with a branch line from Kuwait; and a third 
from Kirkuk. The Iraqi lines are already being dupli- 
cated with 16 inch pipelines, which will raise the total 
pipeline capacity from the Middle East oilfields to the 
Mediterranean to about 70 million tons. During 1948 
Middle East oil exports, shipped largely by tanker, 
amounted to 55 million tons. i 
Source: The Financial Times, London, England, Feb- 

ruary 17, 1949, 


Anglo-Egyptian Financial Negotiations 


The major problem discussed in the current Anglo- 
Egyptian financial talks is the amount of dollars or con- 
vertible sterling to be released to Egypt. Britain argues 
that some of her exports to Egypt are manufactured par- 
tially from materials imported from the United States 
under the ECA and that this represents an indirect dollar 
contribution to Egypt. Egypt, however, considers this a 
point in Britain’s favor, since it directly helps British in- 
dustries. She also adds that Egypt is helping the British 
textile industries by exporting against sterling Egyptian 
cotton which is considered a dollar commodity in inter- 
national markets. 


Source: Al Misri, Cairo, Egypt, February 20, 1949. 


FAR EAST 


Banking Reform In India 


Under a law enacted by the Indian Parliament on Feb- 


ruary 17, the Reserve Bank of India has been vested with 
far-reaching powers of supervision, inspection, and con- 
trol over banks. “On the Reserve Bank’s report, the cen- 
tral government might prohibit a bank from receiving 
fresh deposits.” The Reserve Bank can also “caution or 
prohibit any banking company from entering into any 
particular transaction.” Some other features of the new 
law are abolition of the managing agency system, pro- 
hibition of trading in and holding of immovable property 
by banks, and requirements concerning minimum paid-up 
capital and reserves. 

Source: Government of India Information Services, Re- 


lease, Washington, D. C., February 23, 1949. 
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China’s Exports of Chemicals 


Exports of chemicals and chemical products from 
China in the first half of 1948 dropped to 19,391 metric 
tons from 106,407 tons in the corresponding period of 
1947. The decline is attributed almost entirely to greatly 
reduced shipments of crude and refined salt to Japan. 
Source: U. S. Department of Commerce, Foreign Com- 

merce Weekly, Washington, D. C., February 14, 
1949, 


Philippine Budget 


President Quirino of the Philippines submitted to Con- 
gress last week the proposed 1949-50 budget calling for 
expenditures of approximately P297.5 million. Receipts 
are estimated at P304.0 million. Thus, as in the year 
ending June 30, 1949, a small surplus is expected. 

Ordinary Government expenses for 1949-50 are esti- 
mated at about P283 million, against P224 million for 
the current year. The largest items in the budget are 
the Department of Education appropriation of P108 mil- 
lion and the national defense appropriation of P67 mil- 
lion; both are about the same as in last year’s budget. 
Source: Far East Trader, San Francisco, California, 

February 16, 1949. 


The Philippines and the IBRD 


According to Philippine sources the IBRD has decided 
to call for a re-survey of the Ambuklae hydroelectric 
project in northern Luzon. This is one of two projects 
for which the Philippine Government has been seeking a 
loan from the Bank. This request is expected to prolong 
the negotiations connected with the P30 million loan. 
Source: Department of Foreign Affairs, News from the 

Philippines, Manila, Philippines, February 7, 
1949, 


UNITED STATES AND CANADA 
U. S. Economy In 1948 


A series of articles in the Survey of Current Business 
for February 1949 review developments in the United 
States in 1948, a year of high activity. Inflationary pres- 
sures were easing by the last quarter of the year, al- 
though there was an expansionary force in increased 
Government spending. Gross national product rose to 
$255 billion, ten per cent higher than the $232 billion in 
1947; in the fourth quarter, the annual rate was $265 
billion. 

Average wholesale prices were 844 per cent above 
1947; by the year-end, however, they were at about the 
same level as at the end of 1947. (See this News Survey, 
Vol. I, p. 250.) Industrial production, although relative- 
ly stable, was about 3 per cent above 1947, and about 50 
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per cent above 1940. This increase was aided by an im- 
proved supply of raw materials (about 10 per cent above 
1947) and of semi-finished goods available for manufac- 
ture. The largest gains occurred in durable goods indus- 
tries and in a few nondurables such as paper, refined 
petroleum, industrial chemicals, and clothing. Signifi- 
cant declines occurred in cotton and wool consumption, 
leather tanning, rubber products, and certain consumer 
durables. 

Farm output rose about 9 per cent above 1947 but 
prices received by farmers dropped about 13 per cent be- 
tween January and December. Net income of farm pro- 
prietors, adjusted for change in inventories, rose to $18.2 
billion, as price declines occurred, to a large extent near 
the year-end. 

New construction was 10 to 15 per cent higher than a 
year earlier, and a 12 per cent increase in prices brought 
the total value to $17.7 billion, 26 per cent more than in 
1947. In the final quarter, residential construction de- 
clined; industrial construction continued down; while 
commercial, farm, and public utility construction rose. 

Domestic business investment in 1948 increased, but 
at a lower rate than in 1947, Capital expenditures were 
16 per cent above 1947, with most of the increase reflect- 
ing higher prices. Requirements continued high for long- 
term financing, but as a source of corporate funds, ex- 
ternal financing declined in importance, compared with 
retained earnings. The rate of increase in bond flotations 
was lower than in 1947. 

Privately held money supply contracted by about $1 
billion, while loans of commercial banks increased $4.7 
billion, against $6.9 billion in 1947. 

Retail sales were $130 billion, 10 per cent higher than 
in 1947. The average price of goods sold by retail stores 
was up 7 per cent. An unusual decline in sales of house- 
hold appliances and housefurnishings occurred in the 
last quarter of the year, when they fell about 25 per cent 
behind 1947, 

Net foreign investment fell sharply in 1948, becoming 
a negative figure in the second half of the year, as U.S. 
Government loans were replaced by Government grants 
under the ERP and as foreign countries spent less from 
their depleted gold and dollar reserves. The merchandise 
surplus decreased by $4 billion from 1947 to 1948, as 
exports went down $2.7 billion and imports increased by 
$1.3 billion. 

There was an abnormal growth in the labor force, 
which averaged about 1,350,000 above 1947. Unemploy- 
ment averaged slightly less than in 1947, although in De- 
cember 1948 the number unemployed was 18 per cent 
above December 1947. The reduction in average hours 
worked per week and the increase in paid vacations served 
to offset much of the increase in employment, but the 
physical volume of national output increased somewhat 
more rapidly than the input of man-hours. 
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While the expansion in the private sectors of the econ- 
omy was slowing down at the end of 1948, there was an 
acceleration of Government expenditures. Combined 
Government surpluses declined from an annual rate of 
$16 billion in the fourth quarter of 1947 to an annual 
rate of $2 billion in the fourth quarter of 1948. In- 
creased construction, higher payroll costs, farm com- 
modity purchases, the new defense program, and the shift 
in the method of financing exports explain most of the 
growth in Government spending. 

Source: U. S. Department of Commerce, Survey of Cur- 
rent Business, Washington, D. C., February 1949. 


U. S. Gold Sales at Premium Prices 

According to an advertisement in The Journal of Com- 
merce, the Seattle firm of Stoll Wardin Company is pre- 
pared to fill a limited number of orders for gold in its 
natural state at a price of $42.50 per fine ounce. This 
is substantially lower than the price of $46.18 per fine 
ounce (equivalent to $39.25 per troy ounce, 0.850 fine) 
quoted by Bache and Company of New York for thirty- 
day delivery, or $47.35 per fine ounce ($40.25 per troy 
ounce, 0.850 fine) for August delivery. (Gold for future 
delivery can be purchased on a margin of approximately 
30 per cent, the balance being due on date of delivery.) 
In November 1948, Bache and Company quoted a price 
of $46.47 per fine ounce ($39.50 per troy ounce, 0.850 
fine) for immediate or future delivery. 

Transactions of this type are authorized by Section 19 
of the Regulations issued under the Gold Reserve Act of 
1934, which stipulates that “Gold in its natural state (i.e., 
gold recovered from natural sources which has not been 
melted, smelted, or refined, or otherwise treated by heat- 
ing or by a chemical or electrical process) may be ac- 
quired, transported within the United States, imported, 
or held in custody for domestic account without the neces- 
sity of holding a license therefor.” 

Sources: The Journal of Commerce, New York, N. Y., 
February 23, 1949; U. S. Treasury Department, 
Regulations Issued under the Gold Reserve Act 
of 1934, Washington, D. C. 


Extension of U. S. Export Controls 


The U.S. Export Control Act of 1949, signed on Feb- 
ruary 26 by President Truman, authorizes the President 
to continue control over exports, as provided in Section 6 
of the Second Decontrol Act of 1947, until June 30, 1951. 
Under the Act, the President can delegate power to U.S. 
Government departments and agencies to enforce control 
over all exports except those of agricultural commodities 
where the Secretary of Agriculture determines that the 
supply is in excess of domestic requirements. Control is 
presently being exercised over the export of certain 
scarce commodities, including meats, steel, nonferrous 
metals, and railway freight cars. Commodities over which 
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export control has recently been relaxed include most 

inedible fats and oils (see this News Survey, Vol. I, p. 

250), coal, and streptomycin. 

Sources: United States Congressional Record, Washing- 
ton, D. C., February 17, 1949; The Wall Street 
Journal, New York, N. Y., February 28, 1949. 


Canada’s Improved Tourist Position 


Canada’s net travel receipts in 1948 are estimated at 
$150 million, compared with a previous high of $90 mil- 
lion in 1929 and a low of $45 million in 1933. Expendi- 
tures in Canada by travelers from other countries totaled 
$282 million, compared with $251 million in 1947. Ex. 
penditures by Canadians abroad, which were reduced by 
exchange restrictions, totaled $132 million, compared with 
$167 million in the previous year. 

The favorable balance was the result of a $158 million 
net credit with the United States (see this News Survey, 
Vol. I, p. 250), as travel between Canada and overseas 
countries produced a debit balance. Total expenditures 
in Canada by overseas visitors, including those from New- 
foundland, are estimated at $12 million, compared with 
Canadian expenditures overseas of $20 million. The $8 
million net debit compares with a $5 million debit in the 
previous year. 

Although travel receipts from all countries in 1948 
were 12 per cent higher than in 1947, it is noted that the 
cost of living in Canada was, on the average, 15 per cent 
higher in 1948. Thus it would appear that expenditures 
by nonresidents, when measured in terms of food, etc., 


fell below those of 1947. 


Source: Dominion Bureau of Statistics, First Estimates of 
International Tourist Expenditures in 1948, 
Ottawa, Canada. 


Canada’s Wheat Price to Farmers 


The initial price for all wheat delivered to the Cana- 
dian Wheat Board, August 1, 1945 to August 1, 1950, 
has been increased from $1.55 to $1.75 a bushel, accord- 
ing to a February 24 announcement by the Minister of 
Trade and Commerce. The new price will become effec- 
tive April 1, 1949. As the Board estimates that its re- 
ceipts over the period up to that date will amount to 1,070 
million bushels, producers will receive a total adjustment 
of about $214 million. 

Checks for retroactive payments will be sent out at the 
rate of 40,000 a day beginning March 31. These pay- 
ments are being made before spring seeding to assist 
farmers in their early land operations, particularly since 
yields per acre have been low for the last two years over 
substantial areas. 


Sources: Winnipeg Free Press, Winnipeg, Canada, Feb- 
ruary 25, 1949; The Globe and Mail, Toronto, 
Canada, February 25, 1949, 


tectio: 
amin¢ 
The p 
the be 
be al 
affect 
tion. 

in the 
produ 
More 
to M 
ments 
be fu 
will p 
tween 
devel 
throu; 
goods 
Source 


Dror 
Wa 


Peru 
crop. 

Febru 
years, 
bushe 
pared 
lion | 
124,06 


acres 












FINANCIAL NEWS SURVEY 















































































1 LATIN AMERICA 
Foreign Investments and Tariffs In Mexico 
ing: The National Foreign Trade Council has recommended 
sreet revision of legislation relating to foreign investment in 
49. Mexican industry. Mexican policy toward the exploita- 
tion of oil resources by foreign interests, it is urged, 
should be modified to stimulate the development of this 
od at essential industry, as well as to provide means for a large 
| mil- increase in foreign exchange. An effort should be made 
endi- to adjust the balance between manufacturing and other 
taled industries. A vigorous and practical implementation of 
Ex- programs for agricultural development and for improve- 
od by ment of transportation facilities is needed. Greater em- 
| with phasis on diversification in the economy would promote 
greater confidence abroad. A redefinition of the scope 
iillion and character of the industrialization program, in terms 
urvey, of competitive economic efficiency, should result in in- 
erseas creased American investment in the country. The degree 
jitures to which American capital will continue to enter Mexico 
New: will depend upon evidence that the manufacturing struc- 
1 with ture being created is not “artificial” but is sound. 
he $8 The Mexican tariff program, insofar as it involves pro- 
in the tection of high-cost industries, should be carefully ex- 
amined in the light of the country’s over-all economy. 
1948 — The present export taxes, which nullify in a large measure 
nat the the beneficial effects of the devaluation of the peso, should 
er cent — be abandoned since they discourage exports and thus 
ditures affect adversely the country’s international financial posi- 
d, etc., tion. The Committee feels that every effort must be made 
in the United States to stimulate consumption of Mexican 
ates of products, through tariff adjustments and sales efforts. 
1948, | More vigorous efforts should be made to stimulate travel 
to Mexico. The Committee recommends that invest- 
ments and self-liquidating loans as aids to Mexico should 
be further explored if the Government indicates that it 
will pursue a program for attaining greater balance be- 
» Cane tween agriculture, mining, transportation, and industrial 
'» 1950, development and for promoting international trade 
accord: through the removal of obstacles to the interchange of 
ister of : 
goods and services. 
— Source: Export Trade and Shipper, New York, N. Y., 
t its re- 
to 1,070 February 7, 1949. 
justment § Drought Reduces Peru’s Rice Acreage 
Water supplies in the principal rice growing area of 
ut at the BP Peru are at present insufficient for planting a large rice 
ese Pay’ & crop. Since planting cannot be delayed beyond mid- 
to anne February, the harvest may be the smallest in several 
rly since years. Maximum crop forecast for 1949 is 7,350 million 
cars OVCT HF bushels of rough rice (215 million pounds milled) , com- 
pared with the unofficial estimate for 1948 of 9,800 mil- 
ida, Feb- & lion bushels, and the area planted may not exceed 
Toronto, 





124,000 acres, compared with the estimate of 148,000 


acres in 1948. Peruvian demand for rice is increasing 
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more rapidly than production, and the 1948 crop is fail- 
ing to meet needs. At present prices it is estimated that 
consumers would take 31 million pounds of milled rice, 
against the present quantity of 26 million pounds now 
distributed. Rice imports in 1948 were 10 million 
pounds; they came from Ecuador to meet a shortage early 
in the year. Supplies are now adequate to meet needs 
until mid-1949, but a shortage may occur thereafter. 
Source: U. S. Department of Agriculture, Foreign Crops 
and Markets, Washington, D. C., February 21, 
1949, 


Chilean Favorable Balance In 1948 


Chile’s 1948 trade balance compared favorably with 
that of the two previous years. Nontrade remittances, 
however, reduced reserves by $2.7 million, from $55.8 
million to $53.1 million. 


Exports Imports Balance 
(millions of dollars) 
1946 216.0 196.2 +19.8 
1947 278.3 265.2 +13.1 
1948 328.7 267.9 +60.8 


Source: Banco Central de Chile, Boletin Mensual, Santi- 
ago, Chile, January 1949. 


Argentine Commercial Policy 


Dr. Roberto Ares, Argentina’s new Minister of Econ- 
omy, has announced that the IAPI, the three-year-old 
state foreign trade monopoly, will concentrate its buying 
on commodities needed abroad by Government agencies. 
Purchases of rubber, tin plate, oil, and coal may still be 
handled by IAPI as well as the sale for export of the 
principal agricultural crops. Fresh efforts will be made 
to meet as many import needs as possible in Europe and 
to conserve dollar exchange. It is not known what meas- 
ures will be taken to repay the estimated $300 million 
owed to American banks and exporters. Notes matur- 
ing over a period might be issued by the Government as 
was done in the early 1930's. 

Other Government measures include the rationing of 
gasoline, curbs on speculation, and a plan for the dis- 
tribution of newsprint. The Government has authorized 
the transfer of small amounts of dollars and hard cur- 
rencies for the purchase of scientific books ($10 a month), 
for maintenance of relatives in Italy and Spain ($50 a 
month), for pension payments abroad ($50 a month), 
and for banking charges, thus partially lifting the mora- 
torium imposed February 1 (see this News Survey, Vol. 
I, p. 251). Bank charges would include the services on 
the estimated $100 million of commercial credit extended 
by New York banks. These transfers can be made with- 
out prior approval of the Central Bank. No mention has 
been made of the remittance of profits by foreign com- 
panies nor of the new import policy. Import permits 
were frozen February 1 and must be revalidated, but the 
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Central Bank has authorized consulates to approve im- 
portant shipments to Argentina even if the permit has 
not been revalidated. 

The Government recently suspended the obligation, 
embodied in a decree of October 30, 1948, to carry out 
dealings in gold only at a price fixed by the Central Bank. 
Sources: The Financial Times, London, England, Feb- 

ruary 21, 1949; La Prensa, New York, N. Y., 
February 28, 1949; The Journal of Commerce, 
New York, N. Y., February 28, 1949. 


OTHER BRITISH COUNTRIES 


Australian Trade 


Australian merchandise exports in the first half of the 
fiscal year 1948-49 were £A266 million f.o.b., and im- 
ports were £A200 million f.o.b., resulting in a positive 
balance of £A66 million. In the same period of 1947, 
exports were £A160 million and imports £A157 million. 
Trade with North America was almost in balance in the 
second half of 1948, exports being £A21.5 million and 
imports £A22 million, against £A15.5 million and 
£A50.5 million in the second half of 1947. Exports to 
the United Kingdom in the second half of 1948 were 
£A110 million and imports £A100 million. Exports of 
wool in the six months were £A103.5 million, an increase 
of £A48 million over the previous year; the volume of 


wool exports was 5.37 million centals against 4 million. 

Source: Commonwealth Bureau of Census and Statistics, 
Monthly Bulletin of Overseas Trade Statistics, 
Canberra, Australia, December 1948. 


South African Trade and 
Import Restrictions 


Imports and exports of the Union of South Africa rose 
in 1948 to £351 million and £134 million, respectively, 
compared with £301 million and £100 million a year 
earlier, so that the import surplus was at an all-time peak. 
For the first time, exports considerably exceeded gold 
production of £100 million. 

A commodity classification of exports for the second 
half of 1948 shows that wool retained its place as the first 
export, with a value of £17.5 million and a volume 29 
per cent higher than prewar, though slightly lower than 
in July-December 1947. Wool exports to France and 
Italy rose sharply to 48 million pounds out of a total of 
110 million, while those to Belgium and the United 
States were halved. The United Kingdom took approxi- 
mately the same volume in both periods. Maize and dia- 
monds were next in this period at £5.5 million each. 

The drop in gold holdings led on November 5 to the 
introduction of exchange restrictions on imports from 
the non-sterling area and the prohibition of some imports, 
irrespective of source. (See this News Survey, Vol. I, 
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p. 164.) Sterling balances have been declining since 
May 1948, but the rate of decline has accelerated since 
November, which is at least partly due to a shift in im- 
ports resulting from the exchange restrictions. They were 
£32 million at the end of December and £13 million on 
February 18. The Financial Times raises the question 
whether capital is flowing out and thinks it probable that 
the Union Government will soon request the U.K. to start 
repayment in sterling of the £80 million gold loan. 

To handle this new problem and to remove certain 
anomalies inherent in the existing exchange quota sys- 
tem, the Minister of Finance announced on February 24 
that the Union will impose physical controls on all im- 
ports. The new permit system will apply immediately to 
imports from the sterling area. The existing exchange 
quota scheme for imports from the non-sterling area will 
continue until June 30, 1949. The prohibited list, more- 
over, will be extended shortly. 


Sources: The Financial Times, London, England, Feb- 
ruary 17, 23, 24, and 25, 1949; Union of South 
Africa Government Information Office, South 
Africa Reports, New York, N. Y., February 24, 
1949; Records and Statistics, Supplement to 
The Economist, London, England, February 26, 
1949, 


IMF Appointments 


Mr. Frank A. Southard, who was recently appointed 
the Fund Executive Director for the United States, off- 
cially assumed the duties of his office on March 1. From 
1947 to 1948 he headed the Office of International Finance 
in the Treasury Department, and in 1948 became Asso- 
ciate Director of Research and Statistics at the Board 
of Governors of the Federal Reserve System. Mr. An- 
drew N. Overby, whom Mr. Southard succeeds, has been 
appointed Deputy Managing Director of the Fund. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 


INTERNATIONAL MONETARY FUND 
Camille Gutt, Chairman of the Executive Board 
and Managing Director 
1818 H Street N.W., Washington 25, D.C. 
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